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We are. pleased to present our report for the financial year ended 30 June 2015. 
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These annual financial statements are presented in South African Rand which is the functional currency of the 
municipality. 
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an item of property, plant and equipment are accounted for as property, plant and equipment 
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If there is objective evidence that an impairment loss has been incurred on an investment in a residuai interest that is not 
measured at fair value because its fair value cannot be measured reliably, the amount of the impairment loss is measured 
as the difference between the carrying amount of the financial asset and the present value of estimated future cash flows 
discounted at the current market rate of return for a similar financial asset. Such impairment losses are not reversed. 
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The entity removes a financial liability (or a part of a financial liability) from its statement of financial position when it is 
extinguished i.e. when the obligation specified in the contract is discharged, cancelled, expires or waived. 
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Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows result 
in an increase in net assets, other than increases relating to contributions from owners. 


An exchange transaction is one in which the municipality receives assets or services, or has liabilities extinguished, and 
directly gives approximately equal value (primarily in the form of goods, services or use of assets) to the other party in 
exchange. 
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potential must be returned to the transferor. 
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Revenue from a non-exchange transaction is measured at the amount of the increase in net assets recognised by the 
municipality. When, as a result of a non-exchange transaction, the municipality recognises an asset, it also recognises 
revenue equivalent to the amount of the asset measured at its fair value as at the date of acquisition, unless it is also 
required to recognise a liability. 
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Value in use of a cash-generating asset is the present value of the estimated future cash flows expected io be derived 
from the continuing use of an asset and from its disposal at the end of its useful life. When estimating the value in use of 
an asset, the municipality estimates the future cash inflows and outflows to be derived from continuing use of the asset 
and from its ultimate disposal and the municipality applies the appropriate discount rate to those future cash flows. 
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0 cash inflows or outflows from financing activities; and 
0 income tax receipts or payments. 

The estimate of net cash flows to be received (or paid) for the disposal of an asset at the end of its useful life is the 
amount that the municipality expects to obtain from the disposal of the asset in an arm's length transaction between 
knowledgeable, willing parties, after deducting the estimated costs of disposal. 
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A constructive obligation is an obligation that derives from an entity’s actions where by an established pattern of past 
practice, published policies or a sufficiently specific current statement, the entity has indicated to other parties that it will 
accept certain responsibilities and as a result, the entity has created a valid expectation on the part of those other parties 
that it will discharge those responsibilities. 
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When an employee has rendered service to the entity during a reporting period, the entity recognise the contribution 
payable to a defined contribution plan in exchange for that service: 
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The municipality uses the Projected Unit Credit Method to determine the present value of its defined benefit obligations 
and the related current service cost and, where applicable, past service cost. The Projected Unit Credit Method 
(sometimes known as the accrued benefit method pro-rated on service or as the benefit/years of service method) sees 
each period of service as giving rise to an additional unit of benefit entitlement and measures each unit separately to build 
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FETAKGOMO LOCAL MUNICIPALITY 

Annual Financial Statements for the year ended 30 June 2015 
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Capitalisation is suspended during extended periods in which active development is interrupted. Capitalisation ceases' 
when substantially all the activities necessary to prepare the qualifying asset for its intended use or sale are complete. All 
other borrowing costs are recognised as an expense in the period in which they are incurred. 
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0 the period of time over which an asset is expected to be used by the municipality; or 
0 (b) the number of production or similar units expected to be obtained from the asset by the municipality. 
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After the recognition of an impairment loss, the depreciation (amortisation) charge for the non-cash-generating asset is 
adjusted in future periods to allocate the non-cash-generating asset’s revised carrying amount less its residual value (if 
any), on a systematic basis over its remaining useful life. 
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0 are prepared using the same basis of accounting i.e. either cash or accrual; 
0 include the same activities and entities; 

0 use the same classification system; and 
0 are prepared for the same period. 
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0-60 days 1 503 548 1 337 949 

61-90 days 725 268 642 433 

91-120 days 745 844 638 677 

121+ days 13 624 638 7 561 300 

Less allowance for impairment (15 918 558) _ (9 946 851) 























The municipality leases photocopier machines from Nashua. The effective interest rate on the lease 
is 8.74%(govemment bond rate) and is repayable in 36 equal instalments of R 16 382.41 monthly, the 
first was paid in February 2014 and the last instalment is payable during January 2017. 
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Valuations on land and buildings are performed every four (4) years. A supplementary' valuation was 
performed in June 2015, taking into account changes in individual property values due to alterations 
and subdivisions 
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Current year receipts 934 000 880 000 

Conditions met - transferred to revenue _ (934 000) _(8_90 000 

Balance unspent at the end of the year ' - - 



The grant was used to pay wages for EPWP employees. 
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Ms Peu L was appointed as Director for development planning in November 2014 
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owned vehicle end driver for official duties. 
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Deviation on goods and services less than R30 000 244,644 32,299 

Deviation on goods and services between than R3Q 000 and R200 000 _ 5,243,289 _ 285,148 
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32. In-kind benefits 

The Mayor, Speaker, Chief whip and two executive committee were full-time. Mayor, Speaker and 
Chief whip are provided with an office and secretarial support at the cost of the Council 
The Mayor has use of a Council owned vehicle and driver for official duties. 
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Non compliance with section 22(b)(1) of the municipal supply chain management regulations 
on extension of Fetakgomo high master lights - RIO 613 215 
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Public contributions and donations (24 687) Revenue from public contributions was understated 

Debt impairment 9 681 Debt impaiiment was understated 

mployee related costs (74 891) Employee related costs were overstated 

enerai expenses (2 583 865) General expenses were understated 

Impairment loss _ (199 228) Impairment loss was overstated 


a) Travel - local expenses included in the general expenses in the prior year was overstated by R 23,157.76 that relates 
to transport allowance for executive while transport allowance included in the employee related costs was understated by 
the same amount due to mapping error in the prior year. y 
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